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{NDEPENDENT AUDITOR'S REPORT

Members of the Council
City of Orchard Lake Vililage
Qakland County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, sach majer fund., and the aggregate remaining fund information of City of Orchard Lake Village, Michigan,
as of and for the year ended Jume 30, 2008. which collsctively comprise the City's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of City of Orchard Lake Village,
Michigan, management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit tc obtain reasonabie assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, 2vidence
supporting the amounts and disclosures in the financial Statements. An audit aisc includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities. each major fund, and the
aggregate remaining fund information of the City of QOrchard Lake Village, Michigan, as of June 30. 2008 and the
respective changes in financial position and cash floews, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of Amer ica.

The management's discussion and analysis and budgetary comparison information as identified in the table
of contents, are not a regquired part of the basic financial statements buil are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain |imited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and presentation of the
reguired supplementary information. However, we did not audit the information and express no opinion on it.

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Orchard Lake Village, #ichigan basic financial statements. The cambining and individual nonmajor
fund financial statements are presented for purposes of additional analysis and ars not a required part of the basic
financial statements. The combining and individual normajor fund financial statements have been subjected to the
auditing procedures appiied in the audit of the basic financial statements and, in our opinion, are fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

Very truly yours,

M#W,ML

Certified Public Accountants

Bloomfield Hilis, Michigan

November 10, 2008
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MANAGEMENT 'S DISCUSSION AND ANALYSIS

The City of Orchard Lake Village's (the City) management’'s discussion and analysis is designed to assist the reader
in focusing on significant financial issues, provide an overview of the City's financial activity, identify changes
in the City's financial pesition (its ability to address the next ang subsequent years' chailenges), identify
significant variances from the approved budget, and identify individual fund issues or concerns.

Using this Annual Report

The City's annual report consists of a series of financial statements. The Statement of Net Assets and the Statement
of Activities provide information about the activities of the City as a whole and present a longer-term view of the
City's finances. Fund financial statements tell how these services were financed in the short-term, as well as what

remaing for future spending. Fund financial statements also report the City's operations in more detail than
government-wide firancial statements.
Government-Wide Financial Statements
The government-wide financial statements consist of the Statement of Net Assets and Statement of Activities. They are

designed to be cerporate-like in that all governmental and business-type funds are consolidated into columns which
add to a total for the primary government. These statements include all assets and liabilities using the accrual

basis of accounting. All of the current vear's revemues and expenses are also taken into account regardiess of
timing of cash being paid or received.

The City as a Whole

Net Assets - The GCity's combined net assets were $17.447,609 at the close of the year ended June 30, 2008B. This
represents anm increase of $1 439,480 or a 9% increase from a year ago. As we look at governmental activities
separately from the business-type activities, we can see that the governmenta! activities net asseis increased
5444 646. This increase was primarily the result of assets being capitalized that will be expensed as depreciation
over their useful |ives and principal paid on long term debt. The business-type activity had an increase of $994 834
in net assets. A large part of this increase was from debt charges for sewer construction. The revenue from these

charges are recognized
depreciation.

in the current year but the cost will

be spread owver the

life of the sewer system as

The following table reflects the condensed Statement of Net Assets for the years ended June 30, 2008 and 2007:

Table 1

Statement of Net Assets

Governmental Activities _Business—Type Activity ) Total
2008 2007 2008 _. 2007 2008 ....2007
ASSETS
Current and other assets $ 1,876,087 $ 1,866,268 $ 3,015,613 $ 3,406,714 $ 4,801,710 § 5,272,982
Capital assets, net 6,352, 493 6,256,332 15,959,724 16,386,265 22,312,217 22,642 597
Total assets $ 8,228,580 $.8,122,600 $18,975,337 $19,792,979 $27,203,927 $27.915,57¢
LIABILITIES AND NET ASSETS
Current and other liabilities $ 248,694 $ 252,350 3 151,558 § 66,375 & 400,252 § 358,725
Long term debt outstanding 1,610,000 _ 3,905 000 _ 7,746,088 8,643,725 8,356,066 11,548,725
Total liabilities $ 1,858,684 § 2,197,350 §$ 7,897,624 $ 9,710,100 & 9,756,318 $11,907,450
Net assets:
Invested in capital assets, net of
related debt 4,742,483 4,351,332 8,280,756 6,825,242 13,023, 249 11,176 574
Restricted 177,282 168,153 262,740 252,071 439,992 420,224
Unresiricted 1,450,151 1,405, 765 2,534,217 3,005 566 3,984,368 _ 4,411,331
Total net assets § 6,369,836 $ 5,925 250 $11,077.7i3 $10,082 870 $17, 447,609 $16,008.129
Total liabilities and net assets § 8,228 580 $ 8.122,600 $18.975,337 $19,792,979 $27,203,927 $27,815,579
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Unrestricted net assets are net assets that can be used to finance day to day operations. Restricted net assets of
the City totaled $439,992. These net assets have |imitations on their use that were imposed by restrictions such as
enabling legisiation, grant or bond covenants. The investment in capital assets represents the City's capital assets
that provide services to citizens; accerdingly, these assels are not available for future spending.

The fellowing table shows the changes in net assets for the vears ended June 30, 2008 and 2007:

Tabie 2
Changes in Net Assets

Governmental Activities Business-Type Activity Total

___.2008  _ 2007 2008 2007 2008 2007

Program revenue:
Charges for services 5 225 229 % 210,818 % 1,000,649 $ 1,022,922 $ 1,225 878 §$ 1,233,740
Operating grants and contributions 180, 241 160, 841 180, 241 160, 941
Capital grants and contributions 52,215 4,744 438,193 369,439 490,408 374,183

General revenue:
Property taxes 2,412,324 2,317,697 1,112,080 1,151,064 3,524 404 3,468,761
State shared revenus 175,819 177,106 175,819 177,106
Interest income g7, 319 126,220 157,651 201,078 254 970 327,298
Franchise fees 45 430 43,835 45 430 43,635

Misce! laneous 81,462 81,462

Sale of fixed assets L 6,608 o._.3.808 . o 8,608 3,808
Total revenue $ 3.195.1856 § 3,044,969 $ 2,790,035 § 2,744,504 $ 5,085,220 $ 5,789,473

Program expenses:
General government 523,530 479,012 523,530 479,012
Public safety 1,342,111 1,388,138 1,342,111 1,388,136
Pubiic works 628,748 599,783 628,748 599,783
Community and economic development 16,644 19,698 16,644 19,6899
Health and welfare 12,809 2,000 12,809 2,000
Culture and recreation 146,519 130,314 146,519 130,314
Interest on long term debt B0, 078 92,812 80,078 92.812
Sewer and water _ L _1.795, 201 1,771,228 1,785, 201 1,771,228
Total program expenses $ 2,750,539 § 2,711,756 $ 1,785,201 §$. 1,771,228 $ 4.545 740 3 4 482 984
Increase in net assets $ 444,646 $ 333,213 $ 994,834 § 973,276 $ 1,435,480 $ 1,306,489
Net assets - begirning of year 5,925,250 5,592,037 10,082 879 9,109,603 16,008,129 14,701,840
Met assets - end of vear $ 6,369.896 3§ 5,925,250 %11,077,713 $10,082,879 $17,447,608 $16,008,129

As shown in the above table tota! revenues were approximately 6.0 million, of which 53% was obtained from property
taxes, 21% for fees charged for services and 3% for state shared revenues. Total expenses were approximately $4.5
miltion, of which 30% was for public safety, 14% for public works and 40% for sewer and water.

The City's business-type activities consists of the Sewer and Water Fund. The City provides sewer and water service
to approximately 1,000 water units and approximately 1,100 sewer units.

The Gity Funds

The analysis of the City's major funds begins on page 8, following the government-wide fTinancial statements. The fund
financial statements provide detail information about the most significant funds, not the City as a whole. The City
Council creates funds to help manage money for specific purposes as well as to show accountabitity for certain
activities, such as special property tax millages. The City's major funds for 2008 include the General Fund, Majecr
Road Fund, Local Road Fund, and the Debt Service Fund.

The General Fund is the main operating fund of the City. Total revenues for the year were approximately $2 338,000,
0f this revenue, 82% was from property taxes, and 8% was from state sources. Total expenditures for the year were
approximately $2, 240,000, Of these expenditures, 43% was for public safety, 15% was for public werks, and 19% was for
general government. At June 30, 2008 the unreserved fund balance of $890,086 represented 44% of the total General
Fund expenditures for the vear.

_4-
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The City Funds {continued)

The Major Road Fund accounts for the repairs, maintenance and construction of all City major streets. The fund
balance of this fund at June 30, 2008 was $19, 882.

The Local Road Fund accounts for repairs, maintenance and construction of all City local streets. The fund balance of
this fund at June 30, 2008 was Si10,191,

The Bebt Service Fund is used to account for the accumulation of resources for, and the payment of, genesral long-term
debt principal, interest and related costs. The fund balance of this fund at June 30, 2008 was 34,794.

General Fund Budgetary High]ights

Over the course of the year, the GCity Council amended the budget to take into account events during the year. 3t.
Mary's Security and fines and tax penalties were amended to reflect increases. Restricted sanctuary contributicns and
related expenditures were amended to reflect an increase in contributions. Green Vision revenue and related
expenditures were increased to reflect increased activity. Interest on investments was decreased to reflect falling
interest rates. Retirement ptan expenditures were amended to reflect an increase in employer contribution rates.
Legal fees, police salaries and deferred compensation match were amended to reflect additional costs incurred with
contract negotiations. Repairs and maintenance and Tri-Party expenditures were amended to reflect higher than
anticipated costs. Utilities, police office supplies and L.E. L. N, dispatch and insurance were amended to reflect
lower than anticipated costs. Employee health insurance costs were reduced to reflect a change in policy.

Total revenues were approximately 32,500 below budgeted amounts. Total expenditures were approximately $43, 300 below
budgeted amounts.

Capital Asset and Debt Administration

At the end of June 30, 2008, the City had $22.312,217 invested in a broad range of capital assets (net of accumulated
depreciation}, including buildings, equipment, roads, and sewer and water |ines.

Major expenditures for capital assets during the year included the fo!lowing:
t. Road improvements - $150,100;
2. Pelice wvehicle - $19,900;
3. Building improvements - $33,K 300.

Long-Term Debt

The City's total indebtedness at June 30, 2008 was $9,356,065 (net of compensated absences). The City maintains an
"AA-" rating from Standard & Poor's. Additicnal information on the City's long-term debt can be found in Note F.

Economic Factors and Next Year's Budgets and Rates

The City's 2009 budget was prepared using various economic factors as follows:

Revenues:

Property tax rates for 2009 are as follows:
2009 2008
Milis Mitls
Levied Levied

Operations:
General operations 4.47 4 .48
Library 0.30 0.30
Debt service:
Water 0.285 0.683
Sewar 2.420 2.190
Sanctuary i.020 0.973

Property tax revenues are expected to increase slightly. This is the result of expected increases in taxable wvalue
within the City. State shared revenues are expected to increase slightly despite the economic conditions in the State
of Michigan. The building department permit revenue is expected to be slightly lower than last vyear, but still
stgnificantty less than previous years duge to the economic conditions in Michigan.
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Expenditures

Payrol | expenditures are expected to increase to reflect approved wage increases. Employee benefits (health insurance
and retirement contributions) are expected to increase to reflect premium and rate increases. The City has approved a
transfer for retiree health insurance, recognizing the City's future liability. Election costs are expected to

increase dus to the election. Legal fees are expected to reduce to prior year levels since there will be no union
negotiations.

The 2009 General Fund budget is balanced, using approximately 312,200 of prior vear fumd balance. The projected

General Fund fund balance at June 30, 2009 is approximately $1,004,600 which represents approximated 42% of the
General Fund expenditures for the year.

Reguest for Information

This financial report is intended to provide citizens, taxpayers, customers, and investors with a general overvisw of
the City's finances and to show the City's accountability for the money it receives. |f you have any guestions or
concerns about this report or need additional information, contact the Gity Office, at the City of Orchard Lake
Vitlage, 3955 Orchard Lake Road, Orchard Lake, Michigan 48323,
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STATEMENT OF NET ASSETS

ASSETS

Cash and cash equivalents .

Receivabies:
Trade .

Special assessments .

Interest.
Other .

Prepaid expenses.

Peposits.

bue from other governments.
Capital assets, net:

Depreciable .

Non-depreciable .
Bond issuance costs, net.

Total assets.

Liabilities:

LIABILITIES AND NET ASSETS

Accounts payable and other liabi!ities.
Accrued interest. .
Due to other governments.
Internal balances .
Compensated absences.
Noncurrent |iabilities:
Due within one year .
Due in more than one year .

Total

Net aszets:

liabilities .

JUNE 30, 2008

Invested in capita! assets, net of related debt .
Restricted for:
Major and local reoads .
Capital Projects.
Building Department .

OSLA.
Other .
Unrestricted.

Total net assets.

Total

liabilities and net assets.

The attached notes are an

Governmental Business-type
Activities Activity Total
$ 1,784,113 $ 996,103 $ 2,780,218
485,929 485,929
11,867 1,131,330 1,142,987
8,300 8,300
19,439 19,439
23,881 32,530 56,391
11,550 11,550
25 467 264 321 319,788
1,164,459 15,959,724 17,124,183
5,188,034 5,188,034
67,098 67,088
% 8,228,580 % 18,975,337 $ 27,203,927
$ 53,452 b 72,945 $ 126,397
11,337 46, 381 57,718
30,758 30,758
{32,232) 32,232
185,378 185,378
335,000 1,472,977 1,807,977
1,275,000 6,273,089 7.548,089
$ 1,858,604 $ 7,897 624 $ 9,756,318
4,742,493 8,280,758 13,023,249
130,073 130,073
25,238 25,238
6,556 6,556
537 537
14,847 262,740 277,587
1,450,151 2,534,217 3,984,368
$ 6,369,89 $ 11,077,713 $ 17,447 608
$ 8,228,590 $ 18,975,337 § 27,203,927

integral part of the financial statements.

_7-
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Program Revenues
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Operating Capital
Charges for Grants and Grants and
Functicns/Programs Expenses Services Contributions  Gontributions
Primary government
Governmental activities:
Genaral government . . . . . . . . . . . ... & 523,530 3 3,413 $ § 3,587
Public safety. . . . . . . . . . . . . .. . 1,342,111 179,856 2,166 1,133
Community and economic dewvelopment . . . . . . 16,644
Public works . . . . . . . . . . . . . . . .. 628,748 41,960 156,566 47,495
Health and welfare . . . . . . . . . . . . .. 12,909 12,9809
Culture and recreation . . . . . . . . . . . . 146,519 8,800
Interest on long term debt . . . . . . . . . . 80,078
Total governmental activities. . . . . . $ 2,750 539 $ 225,220 $ 180, 241 kS 52,215
Businezs-type activity:
Water and sewer fund . . . . . . . . . . . .. 1,785, 201 1,000,649 438,193
Total primary government ., . . . . . . . $ 4,545,740 $ 1,225,878 3 180,241 3 430,408

General revenuses:

Property taxes. .

State shared revenuss .

Interest income .

Franchise fees.

Miscel laneous . e e e e e
Special item - sale of fixed assets .

Total general revenues and special items.
Changes in net assets .
Net assets - July 1, 2007 .

Net assets - June 30, 2008,

The attached nctes are an integral part of the financial statements.
-8-



Net (Expense) Rewvenus and
Changes in Net Assets

Governmental Bus i ness-type

Activities Activity Total
$ (516,530} & $ {516,530)
(1,158,958} (1.158,856)
(16,644} {16,644)
(382,727) (382,727)
(137,919) (137,919)
{(80,078) {BO,078)
$  (2.,292,864) S $ (2,202 854)
{356,359) {356,359

$ (2,202,854) §  (356,359) § (2.648,213)

2,412,324 1,112,080 3,524 404
175,819 175,819
87,319 157,651 254,970
45,430 45,430
81,462 81,462

6,608 &, 608

3 2,737,500 $ 1,351,193 § 4,088,693

$ 444 646 $ 924 834 $ 1,439,480

5,925, 250 10,082,878 16,008,128

k) 5,360,898 3 11,077,713 & 17,447,608
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ASSETS
Cash and cash eguivalents.
Receivabies:
Special assessments.
Other.

Prepaid expenses .

Paposits . . . . . . .

Due from other funds .

Due from other governments .

Total assets .

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable and other liabilities .
Deferred revenus .
Due to other funds .
Due to other governments .

Total liabifities.

Furmg balances:

Reserved;
Debt service .
Capital project.
Other, e e e

Unreserved, reported in:
General Fund . ..
Special Revenue Funds.

Total fund balances.

Tetal liabilities and fund balances.

BALANCE SHEET
GOVERMMENTAL FUNDS

JUNE 30, 2008

Ma jor Lacal Debt
Road Road Service
Gensrai Fund Fund Fund

$ 539,091 22,224 118,437 5,241
19,439
18,861
11,550
57,308
25,467

¥ 1,071,718 22,224 118,437 5,241

$ 40,422 B85S 3,21 447

1,487 5,035

7.500

$ 47,922 2,342 8, 246 447

4 734
33.708
990, 086

19,882 110,191
$ 1,023,794 19,882 110,181 4,734
$ 1,071,718 22,224 118,437 5,241

The attached notes are an integral part of the financial statements.

-9-



Mon-Major Total
Governmentzl Governmental
Funds Funds
$ 557,390 $ 1,642,383

11,667 11,667
19,439

5,000 23, 861

11,550

57,308

25,467

3 574,057 5 1,791,675
3 3,604 3 48,533
11,667 11,667
16,285 22,807
23,258 30,758

§ 54,814 § 113,771
4,794

13,573 13,573

5,000 38,708
990,086

500,670 630,743

3 519,243 $ 1,677,904
§ 574,057 § 1,781,675
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RECONGILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

June 30, 2008

Total governmental fund balances.

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in government activities are not financial
resources, and are not reported in the governmentai funds:

Governmental capital assets .
Less accumulated depreciation .

Special assessments are expected to be collected over several
years, and are not available to pay for current year
expenditures.

Leng-term liabilities, including compensated absences, are not
due and payable in the current period and are not reported in
the funds including related accrued interest.

Internal service funds are used by management to charge the costs
of certain activities to individuat funds. The assets ang
liabilities of internal service funds are included in the
statement of net assels .

Net assets of governmental activities .

$ 1,677,804

$ ©.877,502

{569,403} 6,318,088

11,667

{1.808.716)

168,842

$ 6,369,896

The attached notes are an integral part of the financial statements.

-10-
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STATEMENT OF REVYENUES, EXPENDITURES, AND CHANGES |N FUND BALANCES
GOVERNMENTAL FUNDS3

For the Year Ended June 30, 2008

Major Local Debt
Road Road Service
General Fund Fund Fund
Revenues:
TAXES . . . . . . . e e e oo .. B 1,818,881 L $ 376,827
Licenses and permits. . . . . . . . . . . . . . .. 49 592
Federal sources . e e e
State sources . . . . . . . . . ... 181,272 81,504 53,190
Local sources . . . . . . . . . . . . ... 5,867
Charges for services. . . . . . . . . . . . . . .. 37,024
Fines and forfeitures . . . . . . . . . . . . . . 60,737
Interest and rents. . . . . . . . . . . . . . . .. 70,753 1,463 2,684 3,008
Other . . . . . . L Lo 13,911 205 23,205
Total revenues. . . . . . . . . . . . . . . §& 2,338,837 3 83,172 $ 89,169 379,635
Expenditures:
Gurrent:
General government. . . . . . . . . . . . . . L. 417,851
Public safety . e 865,573
Community and economic devetopment. . . . . . . . 16,225
Public works. . . . . . . . . . . . . . . .. .. 341,536 63,488 202,832
Health and welfare. e e
Culture and recreation. . . . . . . . . . . . .. 24,254
Other . . . . . . . . . L 473,600
Gapital outlay. . . . . . . . . . .. . .. .. .. 784
Debt service:
Principal payments. . . . . . 285,000
Interest and fiscal charges . 82,1585
Total expenditures. . . . . . . . . . . . . § 2,239,822 g £53,488 $ 202,832 377,155
Excess of revenues over [under)
expenditures. . . . . . . . . .. ... . % 89,015 3 19,684 $ {113,663) 2,480
Other financing sources (uses):
Operating transfers in. . . . . . . . . . . . . .. 101,800
Operating transfers out . . . . . . . . . . . . . {118,000) {23,800}
Tota! other financing sources {uses). . . . § {118,000) % {23,800) $ 101,800
Excess of revenues and other sources over
{under) expenditures and other uses . . . § {18,985) § {4,118} $ {11,863) 2,480
Fund balance - July 1, 2007 . . . . . . . . . . . . . 1,042,779 23,998 122,054 2,314
Fund balance - June 30, 2008. . . . . . . . . . . . . & 1,023,794 5 19,882 3 110,191 4,794

The attached notes are an integral part of the financial statements.
-11-



Mon-Major Total
Governmental Governmental
Funds Funds
5 116,016 $ 2,412 324

B6 .74 136,333
12,809 12,909

325 966

5,867

37,024

144 60, 881

16,332 94,240
48,443 85,854

L 280,585 § 3,171,388
3,000 420, 851
97,547 1,083,120
16,225
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12,909 12,909
116,181 140,435
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- CERTIFIED PuBLIC ACCOUNTANTS

Jamz & KNIGHT, P L.C

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES QF GOVERMMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2008

Net change in fund balances - total governmental fund.

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated

over their estimated useful lives as depreciation:
Expenditures for capital assets. . . . . . . . . . . .. . % 175,003
Current year depreciation. . . . . . . . . . . . . . . . .. . {B3,301)

Special assessment revenues are recorded in the statement of
activities when the assessment is set; they are not reported
in the funds until collected or collectible within 60 days
af year end.

Repayment of bond principal is an expenditure in the governmental
funds, but not in the statement of activities (where it
reguces long-term debt}.

Accrued interest is recorded in the statement of activities.

Increase in accumulated employee vacation and sick pay are
recorded when earned in the statement of activity.

Internal service fund activity is not reported as part of
governmental funds; transactions with organizations outside

governmental funds are included in the statement of activities

Change in net assets of governmental activities.

The attached notes are an integral part of the financial statements.
-i2-
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- ZERTIFIED PUBLIC ACCOUNTANTS

JaNZ & KNIGHT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

ASBETS

Current assets:

Cash and cash equivaients.

Receivables:
Trade. .
Special assessments.
Interest .

Prepaid expenses .

bue from other funds .

Due from other governments .

Tota! current assets .
Noncurrent assets:
Receivable - special assessments .
Capital assets, net.

Tota! noncurrent assets.

Other assets:
Bond issuance costs, net

Total assets .

STATEMENT OF NET ASSETS
PROPR IETARY FUNDS

JUNE 30, 2008

LIABILITIES AND NET ASSETS

Current liabilities:

Accounts payable and other liabilities .

Accrued interest .
Due to other funds . Coe
Current portion of long term debt.

Total current liabilities.

Noncurrent |iabilities:
Bond payable .

Tota! liabilities.

Net assets:

Invested in capital assets, net of related debt.

Restricted for improvements.
Unrestricted .

Total net assets .

Total liabilities and net assets .

Business-type Governmental
Activity- Activity-
Water and Sewer Internal Service
Fund Fund
$ 986,105 $ 141,730

485 929
85 0caQ
8,300
32,530
3 247
294,321
5 1,912,185 % 144 977
1,036, 330
15,959,724 34,393
$ 16,996,054 kS 34,353
67,098
$ 18,975,337 $ 179,370
$ 72,945 $ 4,918
46, 381
32,232 5,515
1,472,977
$ 1,624,535 $ 10,428
6,273,088
3 7.897.624 5 10,428
8,280,756 34,393
282,740
2,534 217 134,549
$ 11,077,713 $ 168, 942
$ 18,975,337 $ 178,370

The attached notes are an integral part of the financial statements.
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- CERTIFIED PuUuBLIC ACCOUNTANTS

JrNzZ & KNIGHT, P L.C.

CITY OF ORCHARD LAKE VILLAGE. MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS

For the Year Ended June 30, 2008

Business-type Governmental
Activity- Activity-
Water and Sewer thternal Service
Fund Fund
Operating revenue:
Water and sewer sa'es. . . . . . . . . . . . . o e 8 938,808 $
Water and sewer penalties. . . . . . . . . . . . ... o 30,120
Permit fees - operating. . . . . . . . . . .. ..o 3,801
Water meter maintenance - operating. . . . . . . . . . . . L. L Lo 13,295
Equipment rental 899,873
Miscellaneous income . . . . . . . . . . .« . . a e e e 10,825
Total operating revenue. . . . . . . . . . . . . . . . .. ... % 1,000,649 $ 99,673
Operating expenses:
Salaries and benefits. 18.111
Payrol| taxes. 1,383
Repairs and maintenmance. 10,509
Utilities. 4,272
Gas and oil. 32,895
Tires. e 2,021
Parts and supplies . 15,380
Insurance. e e e e e 6,800
Cost of water and sewer treatment. . . . . . . . . . . . . . .o 636,116
Water installation gosts . . . . . . . . . . . . . L L L0 0L 11,391
Sewer inmspection costs . . . . . . . . . ... Lo o 1,433
Water transmission . . . . . . . . . . . o L L o o0 55,847
Sewer system maintenance . . . . . . . . . . . . L . oL 12,212
Sewer pump station maintenance . . . . . . . . . L Lo 103,628
Water maintenange service. . . . . . . . . . . . . . ..o 13,282
General & administrative expenses. . . . . . . . . . . . . . . . ... 126,404
Depreciation and amortization, . . . . . . . . . . . . . . ... 442 145 35,484
Professional fees. . . . . . . . . . . . . L. oo o0 4,300 800
Miscellaneous. . . . . . . . . . . ..o 2,499
Total cperating expenses . . . . . . . . . . . . . ... . ... § 1,412,257 5 127,637
Operating income ({loss). . . . . . . . . . . . .. . ... ... % {411,608) 3 {27 ,664)
Nonoperating revenues (expenses}):
Property taxes . . . . . . . . . . . . . . .o 1,112,080
Capital charges. . . . . . . . . . o0 e e e e e e 17,000
Ipterest income. . . . . . . . . . . . o o oo 157,651 4,379
Debt service charge. . . . . . . . . . . . . . . Lo oo 421,193
tnterest expense . . . . . . L . L L L o oo e e e e {363,147)
Misgellaneous income . . . . . . . . . . . . . . o ..o 81,462 1,133
Gain on sale of assets . 6,608
Reserve for operations . . . . . . . . . . . . . oL oo (19,797)
Total nonoperating revenues (expenses) . . . . . . . . . . . . . § 1,406, 442 $ 12,120
Change in net assets . . . . . . . . . . . . . . .. ... ... 8 9G4 B34 $ {15,544}
MNet assets - July 1, 2007. . . . . . . . . . o oL 10,082 879 184,486
Met assets - June 30, 2008 . . . . . . . . . . . . . . . . . ... ... 8 11,077,713 $ 168,942

The attached notes are an integral part of the financial statements.
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- CERTIFIED PUBLIC ACCOQUNTANTS

danz & KNniGgRT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2008

Business-type Governmenta |
Activity Activity-
Water and Sewer Internal Service
Fund Fund
Cash flows from operating activities:
Receipts from customers . . . . . . . . . . . . . . . . . . ... . ... & 882,872 $ 102,619
Payments to employess . {18,111)
Payments to suppliers . {800,751) {71,955)
Net cash provided (used) by operating activities . . . . . . . . . . § {17.819) $ 12,5583
Cash flows from capital and refated financing activities:
Collection of customer capital charges. 17,000
Collection of special assessment charges. 129,205
Collection of property taxes. 1,139,873
Collection of debt service charge . 421,193
Purchase of fixed assets. . (19,942)
Proceeds from sale of capital assets. 6,608
Miscel lansous income. 48,932 1,133
Principal paid en capital debt {1,897 ,860}
Interest paid on capital debt . (375,078)
Reserve for operations. {19,797}
Net cash provided (used) by capiial and related financing activities § {536,332) § {12,201}
Cash flows from investing activities:
Proceeds from sales and maturities of investments . 2,012,000 108, 000
Purchase of investments . . {1,475,148)
Realized and unrealized gain on sale of investments . {(17.345) {868}
Interest income . 174,181 4 379
Met cash provided (used) by investing activities . . . . . . . . . . § 602,657 3 111,511
Net increase (decrease) in cash and cash eguivalents . . . . . . . . $ 138,406 $ 111,863
Cash and cash equivalents - July 1, 2007. 857,600 20 867
Cash and cash eguivalents - June 30, 2008 . . . . . . . .. .. ... ... % 996,105 8 141,730
Recenciliation of operating incoma {loss) to net cash provided
{(used) by operating activities:
Operating income f{foss) . . . . . . . . . . . . . ... ... ... ... § (411,608) & {27, 664)
Adjustments to reconcile net income (loss) to net cash provided
by operating activities:
Depreciation and amortization . 442,145 35,484
Changes in assets and liabilities:
{ Increase) decrease in receivables. . (29,825}
{Increase) decrease in due from other funds . {1,278)
{ Increase) decrease in due from other governments . . {87,952}
Increase {decrease) in accounts pavable and other Ilabllltles . 69 321 2,087
Increase (decrease) in due to other funds . 3,924
Met cash provided {used) by operating activities. . . . . . . . . § {17,919) $ 12,553

The attached notes are an integral part of the financia! statements.
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- CeERTIFIED PUBLIC ACCOUNTANTS

Joanz & KNIGHT. 2L C,

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUNDS

JUNE 30, 2008

ASSETS

Cash and cash equivalents.

Tota! assets .

LIABILITIES

Deposits payable and other liabilities .

Total tiabilities.

The attached notes are an integral part of the financial statements.
-16-
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- CERTIFIED PUuBLIC ACCOUNTANTS

JiamMNz & KNIGHT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

MOTE A - Summary of Significant Accounting Policies

The accounting policies of the City of Orchard Lake Village (the "City") conform {o accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units. The
following is a summary of the significant accounting policies used by the City of Orchard Lake Village.

Reporting Entity
The City of Orchard Lake Village is governed by an elected seven-member Council. The accompanying

financial statements present the City and its component units, entities for which the City is considered
to be financiatly accountable.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the primary govermment. For
the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, normally supported by taxes and intergoverrmental revenues, are reported separately from
business-type activities which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment; and (2} grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenue.

Separate fimancial statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. MNajor individual
governmental funds and major individuai enterprise funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statemenis are reported using the econamic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fidugiary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a !iability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility reguirements
imposed by the provided have bheen met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recegnized as soon as it is both
measurable and available. Reverue is censidered to be available if it is collected within the current
period or soon engugh thereafter to pay liabilities of the current period. For this purpose, the
goverrment considers revenues to be available if they are collected within 60 days of the end of the
current pericd. Expenditures generally are recorded when a liability is incurred, as under accruai
accounting. However, debt service expenditures, expenditures relating to compensated absences, and claims
and judgments are recorded anly when payment is due.

Revenues are recognized in the accounting period in which they become susceptible te accrual--that is,
when they become both measurable and available to finance expenditures of the period. Property taxes,
state-shared revenue, interest, reimbursement grants, and charges for services are considered to be
susceptible to accrual and so have been recognized as reverwe of the current period. All other revenue
items are considered to be available oniy when cash is received by the government.

All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are earned, and their expenses are recognized when they are incurred.

Private-sector standards of accounting issusd prior to December 1, 1989, are gererally followed in both
the govermment-wide and proprietary fund financial statements to the extent that those standards do not
conflict with the standards of the Governmental Accounting Standards Board. The govermment has elected
not to follow private-sector standards issued after November 30, 19889 for its business-type activities.

Amounts reported as program revenus include: (1} charges to customers or applicants for goods, services
or privileges provided, (2) operating grants and contributions; and (3} capital grants and contributions,
including special assessments. Internally dedicated resocurces are reported as general revenue rather than
as program revenue. Likewise, general revenue inciudes all taxes.

-17-



- CerTIFIED PUBLIC ACCOUNTANTS

danz & KNIGHT. P L.C.

CITY OF QRCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE A - Summary of Significant Accounting Policies {continued)

Governmental Funds

The City reports the following major governmental funds:
General Fund

The General Fund is the government's primary operating fund. It accounts for all financial resources
aof the general government, except those required te be accounted for in another fund.

Major_Road Fund

The Major Road Fund accounts for the construction, maintenance, and repairs of all streets classified
as "major roads" within the City. Financing is provided primarily by State-shared gas and weight taxes
and local contributions, The fund is operated under the provisions of Michigan's Act 51 of the Public
Acts of 1951, as amended.

Local Read Fund

The Local Road Fund accounts for the construction, maintenance, and repairs of all streets classified
as '"local roads” within the City. Financing is provided primarily by State-shared gas and weight taxes
and local contributions. The fund is operated under the provisions of Michigan's Act 51 of the Public
Acts of 1951, as amended.

Debt Service Funds are used to account for the accumulation of resources for, and the payment of,
general long-term debt principal, interest, and related costs.

Additionally, the City reports the following fund types:

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than
expendable trusts or major capital projects} that are legally restricted to expenditures for
specified purposes.

Capital Projects Funds

Capital Projects Funds are used to account for financial resources to be used for the acquisition
or construction of major capital facilities {(other than those financed by Proprietary Funds and
Trust funds).

Propriety Fund
The City reports the following major proprietary fund:
Water and Sewer Fund

The Water and Sewer Fund accounts for the operation, maintenance and distribution of the water and
sewage systems administered by Oakland County.

Proprietary funds distinguish operating revenue and expenses from ncnoperating items. Operating
revenue and expenses generalty result from providing services in connection with a proprietary fund's
principal ongoing cperations. The principal operating revenus of the Water and Sewer Fund relates to
charges to customers for sales and services. The Water and Sewer Fund recognized the portion of tap
fees intended to recover current costs (e.g., labor and materials to hook up new customers) as
nonaperating revenue. The portion intended to recover the cost of the infrastructure is recognized as
nonoperating revenue. Operating expenses for proprietary funds inctude the costs of sales and
services, administrative expenses, and depreciation on capital assets. All revenue and expenses not
meeting this definition are reported as nonoperating revenue and expenses.

Internal| Service Fund
The City's only internal service fund is the Motor Pool Fund. This fund accounts for the costs of

maintaining automobiles and equipment used by wvarious City departments. Costs are billed to the
departments for labor and materials.
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- CERTIFIERD PuBLIC ACCOUNTANTS

JAanNZ & KMIGHT, P L.C.

CITY QF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FIMANCIAL STATEMENTS {CONTINUED)

June 30, 2008

MOTE A - Summary of Significant Accounting Policies (continued)

Fiduciary Funds
Agency Funds

Agency Funds are used to account for assets held by the City as an agent for individuals, private
organizations, other governments and/or cther funds. The funds are custodial in nature {assets equal
liabilities} and do not involve measurement of results of operations,

Property Taxes

The City is a Home Rules City with a fiscal year beginning July 1 and ending June 30. Summer property
taxes are levied on July 1 and become a lien on that date. Summer property taxes are payable hetween
July 1 and September 1, without penalty. Summer taxes paid betwsen September 2 and February 28 are
subject to a 4% pemalty plus a 1% penalty for each month delinquent. Summer real property taxes
delinguent after February 28 are purchased by Oakland County from the City. Winter property taxes are
levied on December 1 and become a2 |ien on that date. Winter property taxes are payable between December
1 and February 14 withaut penalty. Winter taxes paid between February 15 and February 28 are subject to

a 4% penalty. Winter real property taxes delinquent after February 28 are purchased by Oakland County
from the City.

The 2007 taxable vatuation of the City of Orchard Lake Village totaled $387,197,780, on which ad valorem
taxes levied consisted of 4.48 mills for the City of Orchard Lake Village operation purposes, 3.848 mills
for debt. .30 mills for library, raising $1,734,645 for operating, $%1,489,162 for debt, and $116.159 for
library. These amounts are recognized in the respective General, Special Revenue, Debt Service, and
Enterprise Fund financial statements as tax revenue.

Assets, Liabilities, and Net Assets or Equity

Deposits are carried at cost and consist of cash on hand, checking accounts, certificates of deposit,

savings accounts, and investments in mutual funds. Investments are stated at fair value, which is based
on provided market values.

For purposes of the Statsment of Cash Flows, the City considered cash deposits and certificates of
deposits with a maturity of three months or less when purchased to be cash equivalents.

Interfund Receivables and Payables

In general, outstanding balances between funds are reported as “due to/from other funds™ on the balance
sheet. Any residual balances outstanding between the governmental activities and the business-type
activities are reported in the govermment-wide financial statements as "internal balances" .

Receivables

All trade and property tax receivables are considered fully collectible by the City. No provision has
been made in the financial statements for noncollecticn.

Prepaid |tems

Certain payments to wvendors refisct costs applicable to future years and are recorded as prepaid items in
both government-wide and fund financial statements.

Restricted Asset

Certain revenues of the enterprise funds require amounts to be set aside for debt service principal and
interest, operations and maintenance, and improvements and replacement of the water and sewer system.
These amounts have been classified as restricted net assets.
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- CERTIFIED PUBLIC ACCOUNTANTS

Jamz & KNIGHT. P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS ({CONTINUED}

June 30, 2008

Capital Assets

Capital assets, which include land, buildings, building improvements, vehicles, machinery, eguipment and
infrastructure are reported in the applicable governmental or business-tiype activities cofumn 1n the
government-wide financial statements. Capital assets are defined by the government as assets with an
initial individual cost of more thanm $2,500. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donatsd capital assels are recorded at estimated fair market
value at the date of donation.

Infrastructure assets are long-lived capital assets that normally can be preserved for a significantly
greater number of years than most capital assets. The GCity has elected not to retroactively report
infrastructure assets.

Capitai assets that are being depreciated are reported net of accumulated depreciation in the statement
of net assets. Capital assets that are not being depreciated, such as land, are reported separately.

Capital assets are depreciated over their estimated useful lives. Depreciation expense is reported in the
statement of activities by allocating the net cost over the estimated useful |ife of the assets.

Depreciation of all exhaustible fixed assets used by propriety fund types is charged as an expense
against their operations. Accumulated depreciation is reported on proprietary fund type balance sheets.
Depreciation has been provided over the estimated useful |ives.

Property, plant and equipment is depreciated using the straight-line method over the foliowing useful
lives:

Years

Water and Sewer System 50

Buildings and Improvements 10-50

Vehicles 3-10
Equipment (Police, Highway,

Office} 3-25

Roads 20

Compensated Absences (Sick and Vacation teave)

Sick and vacation pay earned are recognized in the governmenta! financial statements when they are paid.
The long-term portion of compensated absences related to governmentat funds is a liabitity recorded in
the Statement of Net Assets.

Long-Term Obiigations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources have been
accumulated in the Debt Service Fund for payment early in the following year. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources is
reported as a fund ltiability of a governmental fund. The remaining portion of such obtigations is
reported in the Statement of Net Assets. Long-term liabilities expected to be financed from proprietary
fund operations are accounted for in those funds. For proprietary fund types, bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the |ife of the bonds using the
effective interest method. Bonds payable are reported net of the applicable tond premium or discount and
net of any deferred charges on bond refundings. |ssuance costs are reported as deferred charges.

Fund Equity

In the fund financial statements, governmenta! funds report reservations of fund balance for amountis that
are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance present tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the period.
Actual results could differ from those estimates.
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JAanMz & KNIGHT,

NOTE 8 -

NOTE C -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TQO FINANCIAL STATEMENTS {CONTINUED}

June 30, 2008

Stewardship, Compliance, and Accountability

Budgetary _Information

Annhual budgets are adopted on a basis consistent with generally accepted accounting principles for the
General and Special Revenue Funds. All annual appropriations {apse at year end. The City's appropriation
resclution is generaily passed during the May preceding the fiscal year in which the planned expenditures
relate. Subsequent amendments are made to avoid unfavorable variances from the original budget. Related
resolutions are made to state the purpose and amount of the changes. The City Clerk has the
responsibility to enforce the budget. Unused appropriations do not carry forward to the next year.

The budget document presents information by fund, function, department and line items. The legal level

{the leve! at which expenditures may not lepally exceed appropriations) of budgetary control adopted by
the board is at the department {(activity) level.

The City Council must approve budget amendments at the activity level and supplemsntal appropriations,
which affect total fund expenditures. The Clerk can transfer appropriations between line items within a
department or activity without governing body approval.

Supplemental appropriations were necessary during the year, which increased total expenditures.

Amounts encumbered for purchase orders, contracts, etc., are not tracked during the vyear. Budget
appropriations are considered to be spent once the goods are delivered or the services rendered.

P.A. 2 of 1968 as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated in budget resolutions of the governing body.

Amended Actual Budget

Fund o Activity _ Budget  Expenditure Variance

General Assessing 42,700 % 49,8964 § 7, 264
Retiree Health Care  Health care 7,800 7,800

PDeposits and investments

Michigan Compiled Laws, Section t29.91, authorizes the City to make deposits and invest in the accounts
of federally insured banks, credit unions, and savings and loan associations which have an office in
Michigan. The City is allowed to invest in bonds, securities and other direct obligations of the United
States or any agency or instrumentality of the United States; United States government ar federal agency
obligations: repurchase agreements; bankers' acceptance of United States banks: commercial paper rated
within the two highest classifications which maturs not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions which are rated as investment grade;
and mutual funds compesed of investment vehicles which are lsgal for direct investment by local units of
government in Michigan.

The City has designated various banks for the deposit of City funds. The treasurer keeps a |ist of
approved banks. The investment policy adopted by the board in accordance with Public Act 1968 of 1997 has
authorized investment in a!! of the State statutory authority as listed above, except repurchase
agreements. The City's deposits and investment policies are in accordance with statutery authority.
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JAMNZ & KNIGHT. P.L.C.

NOTE C -

CITY OF QRCHARD LAKE VILLAGE, MICH|GAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2008

Deposits and |nvestments (continued)

The City's cash and investments are subject to several types of risk, which are examined in mors detail
below:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the City's deposits may not be
returned to it. The City's policy requires each financial institution to provide audited financial
statements and acknowledge, in writing, receipt of the City's investment policy and agrees to comply
with its terms. At year end, the City had $3,045,117 of bank deposits (certificates of deposit, mutual
funds, checking, and savings accounts) that were uninsured and uncollateralized. The City believes
that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to
insure al! deposits. As a result, the City evaluates each fimancial institution with which it deposits
funds and assesses the level of risk of each institution; only those institutions with an acceptable
estimated risk level are used as depositories.

Custodiatl Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the City witl
not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. The City's policy reguires investments to be rated as investment
grade at time of purchase by not less than one standard rating service and maturing within one year.
At year end, the City had no investment securities that were uninsured and unregistersd, with
securities held by the counterparty or by its trust department or agent but not in the City's name.

Interest Rate

m

i sk

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in
interest rates. The City's investment policy restricts investment maturities as follows:

1} Commercial paper which can only be purchased with a 270-day maturity.

2) Unless matched to a specific cash flow, the City wilt not directly invest in securities maturing
more than two years from the date of purchase.

3) Reserve Funds may be invested in securitiss exceeding twe but not more than five years if the
maturity of such investments are made to coincide as nearly as practicable with expected use of
the funds.

4) Investments maturities for operating funds shall coincide with projected cash flow needs, taking
into account routine needs as well as considering anticipated revenue.

At year end, the City had no investments with interest rate risk.
Credit Risk

State law limits investments in commercial paper to the top two ratings issued by nationally
recognized statistical rating organizations. The City's policy further limits its investments to only
those that are rated in the highest classification established by not less than two standard rating
services. As of year end, the credit guality ratings of debt securities (other than the U.S.
government) are as follows:

. Investment Fair Yalue Rating Rating Organization
Money market fund 51,735,491 AAAM S8P
Bank investment pools 431,024 A-1/P1 S&P/Moody ' s

The City requires that no more than 50% of the tota! investment portfolic, excluding U.8. Treasury
securities and authorized investment pools, be invested with a single financial institution. The City
also Fimits its investments te no more than 10% in any one issue.
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CITY OF QRCHARD LAKE VILLAGE, MICHI|GAN

NOTES TO FINANC|AL STATEMENTS (CONT INUED)

NOTE D - Capital Assets

June 30, 2008

Capital asset activity of the primary govermment for the current year was as follows:

Governmental activities:
Capital assets not being depreciated:
Land
Construction in progress

Subtotal

Capital assets being depreciated:
Buildings and improvements
Highway equipment
General eguipment
Police equipment
Vehicles
Roads

Subtotal
Less accumulated depreciation far:
Buildings and improvements
Highway equipment
General eguipment
Police equipment
Yehicles
Roads
Subtotal
Net capital assets being depreciated

Net capital assets

Business-type activities:
Capital assets being depreciated:
Sewer system
Water sysiem
Subtotal
Less accumulated depreciation for:
Sewer system
Mater system
Subtotal
Net capital assets being depreciated

Net capital assets

.23

Beginning Ending
Balance  Increases Degreases _ Balance

$ 5,145 717 § 8 $ 5,145,717
8,417 42,317 B 417 _ 42,317
$56,.184,134 § 42,317 3 8,417 $ 5,188,034
803,389 13,358 816,745
61,9086 61,3086
62,069 62,069
75,226 75,226
313,138 19,942 19,356 313,724
_ . B82,907 127 746 810,653
$ 1,898,635 3 161,044 % 19,356 § 2,140,323
400,882 17,986 418, B68
61,321 585 61,906
37,738 4,956 42,654
67,798 5,105 72,903
271,214 29,793 19,3586 281,851
__ 57.484 . 40,358 97.842
$ B96,437 § 98,783 H_ 19,356 $ _ 975,884
$1,102,198 5 62,261 $ ______  § 1,164 459
$.6.256,332 % 104,578 $ 8,417 $ 6,352,483

Beginning Ending

__Balance  Increases  Decreases Balance

514,827,025 3 % $14,827,025
_ 6,500,000 _ _ R 8,500,000
$21.327,025 $ $ $21,327,025
3,434,927 296, 541 3,731,468
... 1,505,833 130,000 ..1,635,833
$ 4,940,760 § 426 541 § $ 5,367,301
516,386,266 $_(426,541) & $15,958, 724
$16.386.265 3§ (426,541) § $15, 959, 724
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2anz 8 KNIGHT, P L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHI|GAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE O - Capitaj Assets (continued)

Bepreciation expense was charged to programs of the primary government as follows:

Governmental activities:

General| government $ 19,825
Public safety 22,958
Public works 55,210
Recreation and culture - 790
Total governmental activities $ 98,783

Business-type activities:
Water and sewer $426 541

Construction Commitments

The City has active construction projects at year-end. The projects
construction of a salt barn. At year-end the City's commitments with contracts are as fol lows:

Remaining

Spent to Date Commi tment

Roads ] C22,360 0§ 300,940
Salt barn $ 18,957 & 10,043
NOTE E - Interfund Receivables, Payables and Transfers

The following are the interfund receivables at June 30, 2008:

Receivahle Fund FPayablie Fund

General Fund Major Road
tocal Road
Bui lding
Paving Special Assessment
Motor Poal
Water & Sewer
OLSA

Total Genmeral Fund

Motor Pool Fund Major Road
Local Road

Tota!l Moteor Paol

Tota! interfund receivahle

Amount

$ 790
2,485
11,003
283
5,515
32,232
5,000

$57,308

697
2,550

$ 3,247
860, 555

include paving of roads and

These balances resulted from the time lag between the date that {1) interfund goods and services are
provided or reimbursable expenditures cccur, (2) transactions are recorded in the accounting system,

and {3} payments between funds are made.
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE E - Interfund Receivabiles, Pavables and Transfers {continued)

Interfund Transfers

Transfers (Qut)

Najor

Road
Transfer In__ _ General Fund Fund = Total
Local Read Fund 3 78,000 $23,800 $107,800
Retiree Healthcars Fund 40,000 40,000
Total 3 118,000 $23,800 $141,800

Transfers from General Fund to Locat Road Fund are to subsidize the future costs of road improvements.
Transfers from the Major Road Fund are to subsidize the future costs of road improvements.

Transfers from the General Fund to the Retiree Healthcars Fund are to establish a new fund for future
liabilities related to healthcare for retirees.

NOTE F - Long-Term Debt

The following is a summary of general long-term debt of the City for the year ended June 30, 2008:

General Compensated

Obligation _Absences Total _
Balance at July 1, 2007 $1,905.000 § 199,105 $2,104,105
Principal retirements {295, 000) {295,000)
Decrease in obligation for compensate absences {13,726y _ {13.728)
Balance at June 30, 2008 $1,610,000 $ . 185,379 $1.795.379

The following is a summary of long-term debt transactions of the City's Enterprise Fund for the year
ended June 30, 2008:

General
Obligation

Balance at July 1, 2007 $ 9,643,725
Principal retirement (1,897 660)

Balange at June 30, 2008 $ 7,746,065

Genera| Long-Term Debt - Bonds Payable

On February 12, 1992, general obligation bonds in the amount of $3 450,000 were sold for the purpose of
acquiring the Nature Sanctuary property. As noted below there was a defeasance of $2,753.000 of this
debt during 1998.

On April 23, 1998, general obligation bonds in the amount of $2 985 000 were sold for the purpose of
retiring $2 755,000 of the Nature Sanctuary debt detailed above. The advance refunding met the
requirements of an in-substance debt defeasance and the general obligations were removed from the City's
General Long-Term Debt Account Group.
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Jdamnz B KNIGHT. P L.G.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS {CONTINUED)

June 30, 2008

NOTE F - Long-Term Debt (continuad)

Generai Long-Term Debt - Bonds Pavable (continued)

As a result of the advance refunding, the City reduced its total debt service requirements by $447,742,
which resulted in an economic gain (difference between the present value of the debt service payments on
the old and new debt) of 5298 766. Schedule of principal and interest payments are as follows:

Due November 1 __ Due May 1
Year Principal Interest Total . Interest

2008 § 335,000 $ 37,284 $ 372,284 &%

2009 385,000 29,663 414,663 29,863
2010 430,000 20,808 450,808 20,808
2011 460,000 _ 10,810 470,810 _ 10,810

$1.610,000 § 98,565 $1,708,565 $ 61,281
The bonds bear interest at a rate of 3.75% to 4.7%.

Compensated Absences

Accumu lated vacation and sick leave that is expected to be |iquidated with expendable available financial
resources is reported as an expenditure and a fund |iability of the governmental fund that will pay it.
Amounts accumulated that are not expecied to be |iquidated with expendabte available financial resources
are reportied in the general long-term debt account group. No expenditure is reported for these amounts.

Enterprise Fund - Bonds Pavable

Bonds payable at June 30, 2008 are comprised of the following individual issues:

Pursuant to an election held November 7, 1989 the electorate of the City authorized the issuance of bonds
in an amount not to exceed $9,300,000 for the purpose of defraying part of the cost of acquiring and
constructing a sanitary sewage collection and disposal system. Taxes imposed by the City are not subject
to limitation as to rate or amount pursuant to the November 7, 1988 election.

On October 17, 1980, bonds in the amount of 52,135,000 were sold at public sale by the County of Oakland
Sewage Disposal - City of Orchard Lake Viltage System. These bonds are part of the 59,300,000 voter
approved authorization. As noted below there was a defeasance of $1,650,000 of this debt during 1999,

On April 12, 1994, sewage disposal bonds in the amount of 35,065 000 were sold by the County of Oakland
Sewage Disposal - City of Orchard Lake Village System. These bonds are part of the $9,300,.000 voter
approved authorization. As noted below there was a defeasance of $3,510,000 of this debt during 1999.

On February 14, 1894 the City Council approved the borrowing of up to $5,500,000 additional to complete
the sewer construction project. On April 12, 1994, sewage disposal bonds in the amount of $5,500,000
were sold by the County of Oakland Sewage Disposal - City of Orchard Lake Village System. As noted helow
there was a defeasance of $3,945 000 of this debt during 1999.

On April 8, 1993, sewage disposal bonds in the amount of $2,100,000 were sold by the County of Qakland
Sewage Disposal - City of Orchard Lake Village System. These bonds are part of the $9,300,000 voter
approved authorization. As noted below there was a defeasance of $1,290,000 of this debt during 2004.

On September 29, 1999, general obligation bonds in the amount of 38,770,000 were sold by Oakland County
for the purpase of retiring $8,105.000 of the sewage disposal debt detaiied above. The advance refunding
met the requirements of an in-substance debt defeasance and the general obligations were removed from the
City's General Leng-Term Debt Account Group.
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Lamnz B KNIGHT, P.LG.

CITY OF ORCHARD LAKE VILLAGE, MiCHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

June 30, 2008

NOTE F - Long-Term Debt f{continued)

Enterprise Fund - Bonds Pavable {continued)

As a result of the advance refunding, the City reduced its total debt service reguirements by $503,026,
which resulted in an economic gain (difference between the present valug of the debt service payments on
the old and new debt) of $273,245. Schedute of principal and interest payments are as follows:

... ._DBue Novemher 1 ... ... Due May 1
Year Principat interest Total Interest

2008 5 900,000 $ 113,351 § 1,013,351 §

2008 8955, 000 81,751 1,046,751 91,751
2010 1,015,000 68, 354 1,083,354 68,354
2011 820,000 42,979 862, 979 42,879
2012 865,000 22,274 887,274 __ 22,274

$4,555,000 $ 338,709 § 4,893,708 $ 225,358
The bonds bear interest at a rate of 3.75% to 4. 70%.

During the year ended June 30, 1992 the QOakland County Drain Commission issued Evergreen - Farmington
Sewage Disposal bonds for permanent meter and interceptor rehabilitation. The City's allocated share of
these bonds was $31,545. On August 1, 2001 the County refunded this debt. As a result of this the
scheduled payments between the City and County have been modified. Schedule of remaining principal and
interest payments are as fol fows:

Due
Due May 1 November 1
Year Principal Interest Total Interest
2008 % $ $ $ 114
2009 2,877 113 3,080 54
2010 3,088 ______ 55 __ 3,143
$ B.085 5 1688 § 5,233 3 168

The bonds bear interest at a rate of 3.5%.

Pursuant to an election held November 6, 1980 the electorate of the GCity authorized the issuance of bonds
in an amount not to excesd $6,000,000 for the purpose of defraying part of the cost of acquiring and

constructing a water supply system. Taxes imposad by the City are not subject to limitation as to rate
or amount pursuant to the November B, 1990 election.

On April 12, 1994, water supply bonds in the amount of 53,750,000 were sold by Oakland County. These
bonds are part of the $6,000,000 voter approved authorization. As noted below there was a defeasance of
$2,805.000 of this debt during 2003.

On May 1, 2003, general obligation bonds in the amount of $2,770, 000 were sold by Cakland County for the
purpose of retiring $2,605 000 of the water supply debt detailed above. The advance refunding met the
requirements of an in-substance debt defeasance and the gensral obligations were removed from the City's
General Long-Term Debt Account Group.

[
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

June 30, 2008

NOTE F - Long-Term Debt {continued)

Enterprise Fund - Bonds Payable (continued)

As a result of the advance refunding, the City reduced its total debt service reguirements by $366,975,
which resulted in an economic gain {difference between the present value of the debt service payments on
the old and new debt) of $313,307. Schedule of principal and interest payments are as fol lows:

- Due November 1 Due May 1
Year Principal!_ _Interest Total _Interest

2008 & 255,000 § 25,601 $ 280,601 S

2009 265, 000 22 350 287,350 22,350
2010 275,000 18,508 293,508 18,508
2011 280,000 14,039 294 039 14,038
2012 285,000 9,130 284 139 9,139
2013 210,000 3,837 213,937 3,937

$1,870,000 § 93,574 % 1,663,574 5 67,973
The bonds bear interest at a rate of 1.50% to 3.75%.

On April 8, 1993 water supply bonds in the amount of $2, 250,000 were sold by CGakland County. These bonds
are part of the %8, 000,000 voter approved autherization. As noted below there was a defeasance of
$1,350,000 for debt during 2004,

On January 8, 2004, genmeral obligation bonds in the amount of $2,770,000 were sold by Oakland County for
the purpose of retiring $2,640,000 of the sewer and water supply debt detajled above. The advance
refunding met the requirements of an in-substance debt defsasance and the general obligations were
removed from the City's General Long-Term Debt Account Group.

As a result of the advance refunding, the City reduced its total debi service requirements by 3275 578,
which resulted in an economic gain {difference between the present value of the debt service payments on
the ofd and new debt) of $245,061. Schedule of principal and interest payments are as follows:

Bue November 1 Dug May i
Year Principal Interest Tota!l Interest

2008 $ 315,000 & 23,106 $ 338106 $

2009 305,000 19,563 324,563 18,563
2010 330,000 15,750 345,750 15,750
2011 340,000 11,212 361,212 1,212
2012 325,000 5.687 330,687 5,688

$1.815,000 $ 75,318 % 1.690.318 % 52,213
The bonds bear interest at a rate of 2.00% to 3.50%.

The amounts necessary to amortize the debt described above for years subsequent to June 30, 2008
{excluding compensated absences) are as follows:

General

Year ending Long-Term Debt Enterprise Fund

_.dupe 30, Principal Interest _Principai Interest
2009 $ 335,000 $ 66,947 § 1,472,977 § 205,048
2010 385,000 50,471 1,528,088 236,385
2011 430,000 31,618 1,620,000 170,842
2012 480,000 10,810 1,440,000 105,331
2013 1,475,000 41,037
2014 o 210,000 3,937

$ 1,610,000 $ 159.846 $ 7,745,065 $ B53,481
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CITY OF ORCHARD LAKE VI!LLAGE. MICHIGAN
MOTES TO FINANCIAL STATEMENTS (GONTINUED)

June 30, 2008

Defined Contribution Plan:

Effective January 1, 2000, the City established a defined contribution pension plan for all rew full-
time police employees, administered by ICMA. A defined contribution plan provides pension benefits in
return for services rendered, provides an individual account for each participant and specifies how
contributions to the individual accounts are to be determined instead of specifying the amount of
henefit the individual is to receive. Participants become ane-hundred percent vested after seven years
of service. In a defined contribution ptan benefits depend solely on amounts contributed to the plan
plus investment earnings. City contributions are calculated on an empioyee's base salary at a rate of
16%, in accordance with the terms of negotiated {abor contracts. Employees may make additional
voluntary contributions to the plan.

In accordance with these requirements, the City contributed 327,179 during the current year.

Deferred Compensation Plan:

The City offers all City emplovees a deferred compensation plan created in accordance with the Internal
Revenue Code, Section 457. The assets of the plans were held in trust, (custedial account or annuity
contract] as described in IRC Section 457{g} for the exclusive benefit of the participants (employees}
and their beneficiaries. The custodian thereof of the exclusive benefit of the participants helds the
custodial account for the beneficiaries of the Section 457 plan, and the assets may notl be diverted to
any other use. The Administrators are agents of the employer for purposes of providing direction to the
custodian of the custedial account from time to time for the investment of the funds held in the
account, transfer of assets to or from the account and all other matters. In accordance with the
provisions of GASB Statement 32, plan balance and activities are not reflected in the City's financial
statements. Beginning July 1, 2007 the City wif! match up to a maximum of $1,500 each year for
employees in the police union with more than 15 vyears of service. In accordance with these
requirements, the City contributed $3, 550 during the current year.

The City 1S in an agent multiple-employer defined bensfit pemsion plan with the Municipa! Employees'
Retirement System (MERS). The system provides the following provisions: normai retirement, deferred
retirement, service retirement allowance; disability retirement allowance, nonduty-connectad death and
postretirement adjustments to plan members and their beneficiaries. All City full-time employees are
eligible to participate in the system. General employees who retire after age 55 with 10 years of
credited service are entitled to a retirement benefit, payable for life, equal to 2.0% of their 5-vear
final average compensation (FAC). Police employees, appainted officials and building official are also
eligible for these retirement benefits but are equal to 2.5% of their FAC, with a maximum benefit of 80%
of FAG. Vested employees may retire after age 50 and receive reduced retirement benefits. The system also
provides disability benefits to a member who becomes totally and permanently disabled while empioyed by
the City and after acauiring 10 or more years of credited service. The service requirement is waived if
the disability is from service connected causes. |f a member or vested former member with 10 or more
years of service dies in a non-duty related death before retirement, a monthly surviver allowance may be
payable. The service requirement is waived in a duty related death. The most recent pericd for which
actuarial data was available was for the fiscal year ended December 31, 2007.

MERS was organized pursuant to Section 12a of Act #156, Public Acts of 1851 (NSA 5.333{a): MCLA
46.12(a)), as amended, State of Michigan. MERS is regulated under Act No. 427 of the Public Acts of 1984,
sections of which have been approved by the State Pension Commission. MERS issues a publicly available
financial report that includes financial statements and required supplementary information fer the
system. That report may be obtained by writing to the MERS at 447 North Canal Street, Lansing, Michigan
48917 .

The obligation 1o contribute to and maintain the system for these employees was established by
negotiation with the City's competitive bargaining unit or personnel palicy. The City is reguired to
contribute at an actuarially determined rate; the current rate was 13.38% of annual covered payroll for
appointed officials, and 11.82% for building official; the general and police employees coniribute
monthly $2 486 and 54,793, respectively. The clerk, building official and police are required to
contribute 2.5% of their pay.

During the fiscal year ended June 30, 2008, the City's annual pension cost of $109,013 was made in
accordance with contribution requirement determined by an actuarial wvaluation of the plan as of December
31, 2005. The employer contribution rate has been determined based on the entry age normal cost funding
method. The amortization period is c¢losed for general and police emplovees: open for appeinted and
building official.
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

Retirement Plans (continued)

Defined Benefit Plan {continued)

The employer normal cost is, for each employse, the |evel percentage of payroil contribution (frem entry
age to retirement) required to accumulate sufficient assets at the member's retirement to pay for his
projected benefit. Significant actuarial assumptions used include a long-term investment yield rate of 8
percent and annual salary increases of 4.5 percent based on an age-related scale to reflect merit,
longevity, and promptional salary ingcreases. The actuarial wvalue of assets was determined using
technigues that smooth the effects of short-term wolatility over a ten year period. The unfunded
actuarial liability is being amortized as a level percentage of payroll over 28 years, with a gradual
reduction to 25 years for open divisions.

Three Year Trend Information for GASB Statement No. 27:

Fiscal Annual Pension  Percentage of  Net Fension
Period Ended  _ Cost (APC) = APC Contributed Obligation
June 30, 2006 $ 85,804 100% 3 -0-
June 30, 2007 G5, 645 100% -0-
Jure 30, 2008 109,013 100% -0-

Actuarial UAAL as of
Actuarial Actuarial value Accrued Liability bUnfunded AAL Funded Covered Parcentage of
Valuation Date of Assets {AAL) {UAAL) Ratio Payroll Covered Payroll
December 31, ta) {b) (b-a} {a/b} {c) - Ab-a)/ie).
2005 $ 2,745,692 % 3,642,374 3 B9E,682 75 .4% 37V04, 441 127 .3%
2006 2,975,029 3,889,231 914,202 76.5% 732,677 124 8%
2007 3,250,331 3,540,445 690,114 82 5% 736,434 93.7%

Post Emplaoyment Benefits

The City provides hospitalization insurance coverage for employees {and their spouses) who retire under
the Michigan Employees Retirement System. To qualify, the employee must retire at or after age 55 and
complete at least ten (10) years of employment with the City.

The coverage for retired employees who were under the American Federation of State, County and Municipal
Employees union contract is as follows. Coverage shail be provided until the retired employee attains age
65 or until he (she] becomes eligible for Medicare under the Federa! Social Security Program, whichever
occurs first. In addition te this, the City will contribute $200 per employee and per spouse each month
toward the suppiemental coverage cost for retired employees who have become eligible for Medicare. The
City's cost of coverage for a retired employee shall be limited to the required premium for such retired
employee and their spouse, if any.

The coverage Tfor retired employees who were under the Police Officers Labor Council union contract is as
follows. Coverage shall be provided until the retired employee attains age 65 or until he {she) becomes
eligible for Medicare under the Federal Social Security Program, whichever cccurs first. Coverage shall
be provided for the employee's spouse until the spouse attains age 65 or until the spouse becomes
eligible for Medicare under the Federal Social Security Pragram, whichever occurs first, but in no case
shatl| coverage be provided for a period ltonger than three (3) years from the date the employee is
eligible for Medicare. In addition te this, the City will contribute $200 per employee and per spouse
each month toward the supplemental coverage cost for retired employess who have become sligible for
Medicare.

The City's cost of retiree health care benefits is recognized as an expense in the vyear the
hospitalization insurance coverage applies to. This totaled $7,.800 for the year ended June 30, 2008 and
covered three retired employees.

The Governmental Accounting Standards Board has recently reieased Statement Number 45, Accounting and
Reporting by Employers for Fostemployment Benefits Other Than FPensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree heatth care, as well as any
"pther" postemployment benefits {other than gensions}. The new rules will cause the government-wide
financial statements to recognize the cost of providing retiree health care coverage over the working
life of the employee, rather tham at the time the health care premiums are paid. The new pronouncement
is effective for the year ending June 30, 200,
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

Fire Protection Agreement

The City has an agreement with the Tri-City Fire Department for fire protection. The Tri-City Fire
Department services the City of Sylvan Lake, the City of Keego Harbor and the City of Orchard Lake
Village. The governing body of the Tri-City Fire Department is made up of two members from each city.
The fire protection agreement is an annual agreement and can be renewed by the governing bodies of each
of the cities. Any city may withdraw from this agreement as of the last day of the term, or at any time
upon not less than six months notice. Each ¢ity is obligated to pay to the Tri-City Fire Department an
amount equal te cne-third of the total approved annual budget of the Tri-City Fire Department. As of June
30, 2008, the Tri-City Fire Department has a fund surplus with assets being accumulated for future
acquisitions. As inciuded in the General Fund statement of expenditures, during the year ended Jurme 30,
2008, $224,869 was paid for fire protection to the Tri-City Fire Department. Financial statements of the
Tri-City Fire Department are available for review at the fire hall.

Historical Society Lease Agreement

The City has renewed its lease agreement with the Greater West Bloomfield Historical Society to lease the

old City Hall facilities for an annual amount of $1,200. The lease altomatically renews unless cancelled
by either party.

The City has entered inte a contract with Allied Waste Services for refuse pickup and disposal. The
fength of the contract is for 36 months, effective July 1, 2006 and runs through June 30, 2009. Monthly
charges will be based on residential units serviced. The monthly charge per residential unit for the

first year of the contract is $13.22, $13.75 for the second year and $14.30 for the third year of the
contract.

Library Services

The City has a contract with West Bloomfield Township Public Library to provide library services to
residents of the City. Property owners of the City are assessed .3 mill| for library services and the City
is required to pay this amount (.3 mill} to West Bloomfield Township Public Library. The contract covers
the period December 1, through November 30th of each year and is renewed automatical ly unless cancel led
by six months written notice prior to the end of the current year period.

The Trust and Agency Fund cash balance is composed of the folfowing accounts at June 30, 2008:

Building bond $ 38,453
Mater guality improvement 15,589
Tax collection 489,218
Site plan review _...1,659
Tota! cash $544 897

Equipment Rental

On July 1, 1881, a Motor Pool Fund was established to accoumt for the cperation of the City's automotive
and highway use equipment. Equipment with a cost of $252, 181 was contributed to the Motor Pool Fund from
the General Fixed Assets. Rent is charged to the General Fund and Major and Local Reoad Funds on a cost
reimbursement basis. For tha year ended June 30, 2008, the Motor Pool Fund received remtal income of
$62.100 from the General Fund, $20,650 from the Local Road Fund and $18,985 from the Major Road Fund.
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CITY OF ORCHARD LAKE WILLAGE., WICHIGAN
HOTES TO FINANCIAL STATEMENTS (CONTINUED}

June 30, 2008

Cable Joint Venture

The City participates in an annual programming grant that Comcast Cable provides. The grant money is
paid to West Bloomfield/Tri-Cities Cable Joint Venture Fund, which is under the joint ownership of four
communities - the Cities of Orchard Lake Village, Keego Harbor, Sylvan Lake and the Township of West
SBlocmfield. The money in this fund must be used for the support of community cable programming. The fund
is administered by the West Bloomfield Township accounting department. No part of this money is reflected
in these financial statements.

Litigation_and Contingent Liabiljties

The City is defendant in various !itigations. The City's attorney and management are of the opinion that
any potential liability resulting from these cases, either can not be determined or should be within the
insurance coverage of the City, therefore, is not reflected in the financial statements.

Bisk Management

The City is exposed to varicus risks of loss related to property less, torts, errors and omissions,
employee injuries {workers' compensation), as well as medical benefits provided to employees. The City
has purchased commercial insurance for health, dental and |ife claims. The City participates in the
Hichigan Municipal Risk Management Authority state pool for claims relating to property loss, torts,
errors and omissions and participates in the Michigan Municipal League risk pool for claims relating to
workers' compensation. Settled claims relating to the commercial insurance have not exceeded the amount
of insurance coverage in any of the past three years.

The Michigan Municipal League risk pool program operates as a common risk-sharing management program for
tocal units of government in Michigan; member premiums are used to purchase commercial excess insurance
coverage and to pay member claims in excess of deductible amounts.

The Michigan Municipal Risk Management Authority state pool program operates as a common risk-sharing

managemsnt program; state pool member premiums are aggregated and used to purchase excess insurance
coverage, some of which is underwritten by the Authority.

Reserved Fund Balances

Fund balances have been reserved for the following purposes:

General OLSA

_Fund Fund
Transportation $ 7,982 %
Nature sanctuary 6,865
Workers compensation insurance 18, 881
Weed Harvesting _ 5,000

533,708 $5.000

_Ro_
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JaMnz & KNIGHT, P L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the Year Ended June 30, 2008

Variance with
Amended Budget

Griginal Amended Favorable
Budget Budget Aztua)l {Unfavorable)
Revenues:
Taxes:
Current levy - genera! . . . . . . . . . . .. . § 173,079 $ 1,732,600 $ 1,738,473 3 5,873
Interest and penalty on delingusnt taxes . . . . 35,000 76,900 76,912 12
Collection fees, . . . . . . . . . . . . . . .. 100,000 104,300 104,296 {4)
$§ 1,871,979 $ 1,913 800 $ 1,919,681 $ 5,881
Licenses and permits:
Gemeral licenses . . . . . . . . . . .. 1,100 1,500 1,536 35
Cable T.M. . . . . . . . . . . .. ... 43,000 45,000 45,430 430
Lawn fartilizer fees . . . . . . . . . . . . .. 2,400 2,550 2,550
Other. . .« . .« v o o e s e 50 75 77 2
§ 46,550 $ 49 125 $ 49,592 $ 487
Federal sources - grants . . . . . . . . . . . . . 7.500 {7,500}
State sources:
Sales tax. . . . . . . L0 e 174,000 173,000 173,107 107
Liquor licenses. . . . . . . . . . . . . . ... 1,500 2,700 2,712 12
SMART. . . . . . .o 3,582 3,580 3,587 7
Criminal justice training. . . . . . . . . . .. 1,700 1,850 1,868 16
$ 180,782 $ 181,130 $ 181,272 $ 142
Local sources:
Tri-Party funds. . . . . . . . . . . . . .. .. &,000 5,850 5,867 17
Charges for services:
St. Mary's Becurity. . . . . . . . . . . .. .. 20,200 25,150 25 174 24
Green Vision program . . . . . . . . . . . . . . 7. 500 10,550 10,540 (10}
Weed cutting . . . . . . . . . . . . .. ... 500 1,300 1,310 10
$ 28,200 $ 37,000 $ 37,024 $ 24
Fires and forfeits:
Fines - 48th district court. . . . . . . . . . . 503, 000 56,200 56 215 15
Parking violations . . . . . . . . . . . .. .. 2,000 1,700 1,780 80
Other. . . . . . . . . . .. ... 2,500 2,800 2,742 142
3 54,500 § 80,500 § 80,737 $ 237
Interest and rentals:
Interest on investments. . . . . . . . . . . .. 90, 000 71,000 69,453 {1,547)
Room rental. . . . . . . . . . . . . . . ... 1,430 1,300 1,300
3 91,400 3 72,300 $ 70,753 $ (1,547)
Other:
Comtributions. . . . . . . . . . . ... . ... 4,000 8,900 8,900
Reimbursements and refunds . . . . . . . . . . . 800 3,200 2,898 (302}
Miscellaneous. . . . . . . . . . . . . .. ... 2,000 2,050 2.113% B3
§ 6,800 $ 14,150 $ 13,911 $ (239}
Total revenues . . . . . . . . . . . . . . % 2285211 $ 2,341,355 $ 2,338,837 $ {2,518}
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Expenditures:
General government:
Eiections:
Fees and per diem.
Supplies .
Legal notices.

Assessing:
Assessor and assistant .
Supplies .

bata processing and personal property

assessing.

Legal fees .

Clerk:
Salaries .
Postage. Lo
Office supplies and equipment.
Printing .
Lagal notices.
Payroll service fee.
Miscel laneocus.

Audit:
Audit fees .
Consultatieons.

City Hall and grounds:
Te lephone,
Utilities.

Custedial and cleaning supplies.

Repairs and maintenance.
Administrative .
Equipment rental

Total genera! gowvarnment .

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONT INUED)

For the Year Ended June 30, 2008

Variance with
Amended Budget

Original Amended Fawarable
Budgst Budget Actual {Unfavorabie)
§ 1,000 $ 775 717 $ 58
1,500 1,600 1,243 257
750 600 748 (148}
$ 3,250 3 2,875 2,708 3 1687
45,000 37,200 45,004 {7.804})
3,000 2,000 1,613 387
3,500 3,500 3,347 153
3 51,500 § 42,700 49,964 3 (7.264)
52,400 98,400 83,335 15,065
161,900 188,900 168,790 110
9,000 7,600 7.512 83
3,250 2,475 2,164 311
2,000 1,300 1,129 17
3,500 3,200 3,274 {74}
2,000 2,800 2,408 392
3,350 3,550 3,526 24
§ 185,000 $ 189,825 188,803 $ 1,022
&,500 6,700 6,700
1,500 1,815 1,915
% 8,000 $ 8.615 8,618 $
3,750 3,000 2,564 436
11,000 8.600 8,390 210
5,600 6,025 5,871 154
52,700 56,500 54,911 1,589
8,000 8,800 8,750 50
2,000 4,000 3,840 80
$ 83,050 3 86,925 84,426 3 2,498
§ 383,200 $ 428,340 417,851 $ 11.488
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONTINUED}

For the Year Ended June 30, 2008

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {Unfavorable)
Expenditures {(continued):
Public =safety:
Folice department:
Salaries . 572,537 574,488 578,424 [3,935)
Clerical 32,817 35,200 36,387 {1,187}
Deferred compensation match. 4,300 2,550 750
Court expenses . 250
Police supplies. 750 1,300 1,248 52
Uniform al lowance. 10,000 10,000 10,707 (¥07)
Equipment rental 34,200 34,200 34,200
Maintenance and repairs - radios . 200 75 [:13) 10
Weapons training . . 4,850 4,800 4,750 50
Office supplies and L.E.|.N. 15,000 12,500 10,227 2,273
Dispatch . 59,000 55,000 54,761 239
Criminal justice training. 4,000 4,150 4,120 30
Miscel laneous and tuition. 3,000 2,500 2,265 235
$ 736,804 $ 738,514 $ 740,704 3 (2,190)
Fire protection {Tri-City Fire Department):
Fire protecticon agreement (hote [} 224,910 224 875 224,869 6
Total public safety. . . . . . . . . . . . & 981,514 $ 983,389 $ 965,573 $ (2,184)
Community and economic development:
Planning Commission:
Planner fees . 15,250 15,260 14,112 1,138
Clerical wages . 3,000 1,125 984 141
Corridor study . 250 250 250
Supplies and notices . 500 650 564 B8
3 18,000 $ 17,275 $ 15,910 $ 1,365
Ervironmental consultant . 1,500 500 315 185
Total community and economic
development. . . . . . . . . . . . ... B 20,500 $ 17,775 § 16,225 $ 1,550
Public works:
Pub!lic works department:
Salaries and wages . 120,550 122,010 117,649 4,361
Equipment rental 27,900 27,800 27,900
Garage supplies. 3,500 3,700 3,528 171
Uniform al lowance. 1,950 1.625 1,625
Miscel laneous. 1,550 1,650 1,650
§ 155,450 $ 156,885 3 152,353 b 4,532
Engineering fees . 1,750 2,380 2,208 145
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPAR{ISON SCHEDULE
GENERAL FUND (CONT INUED)

For the Year Ended Jume 30, 2008

Variance with
Amended Budget

Original Amended Favarable
Budget Budget Actual {UnTavorable)
Expenditures (continued}:
Public works {centinued}:
WPDES compliance . 10,000 9,000 8,330 870
Green Vision program . 8,500 13,200 13,023 177
Street lighting. 2,700 2,900 2,862 238
Rafuse collection & Mo HAZ | 124,070 124 7240 126,435 {1.718)
Tri-Party Project. 9,000 36,527 36,527
Total public works . $ 311,470 § 345,582 $ 341,535 % 4 .047
Culture and recreation - sanctuary . 14,000 24 100 24,254 {154}
Other:
Payroll taxes. 70,200 72,500 74,314 {1,814}
Insurance. 70,000 62,000 57 .682 4,318
Hospitalization insurance. 212,500 180,000 162,280 17.720
BDental insurance . 14,000 11,250 10,772 478
Optical insurance. 3,750 2,550 2,444 106
Group insurance. 15,000 14,750 14,297 453
Retirement plan. 120,200 135,825 132,438 , 387
Health care reimbursements . 7,500 23,280 12,373 3,877
$ 513,150 3 502,125 3 473,600 & 28,225
Capital outlay - City Hall and grounds . 2,500 800 784 16
Totat expenditures . $ 2,206,334 $ 2,283,111 $ 2,239,822 3 43,288
Excess of revenues over expenditures . . . % 79,877 $ 58,244 § 99,015 % 40,771
Other firancing sources {uses):
Operating transfers in. 47 500 35,000 {35,000}
Operating transfers out . (127, 300} (118,000} {118,000)
Total ather financing sources (uses). . . & {70,800} % (83,000) $  (118,000) &% {35,000}
Excess of revenues and other sources
over {(under) expenditures and other uses $ 77 % {24 756) 5 {18,985} 3 5,771
Fund balance - July 1, 2007. 1,042,779 1,042,779 1,042,779
Fund balance - June 30, 2008 . $ 1,042 856 % 1,018,023 3 1,023,794 $ 5,771
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Revenues:
State sources - Public Act 51.
Interest on investments.
Other - reimbursement.

Total revenues .
Expendi tures:
Salaries and wages .
Routine purchases.
Purchased services .
Audit fees .
Equipment rental

Tota! expenditures .

Excess of revenues over

expenditures .

Other financing uses - transfer to Loc

Excess of revenues over (und

expenditures and other use

Fund balance - July 1, 2007.

Fund balance - June 30, 2008 .

CiTY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

MAJOR ROAD FUND

For the Year Ended June 30, 2008

Wariance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {Unfaverable)
- 80,000 $ 81,500 & 81,504 $ 4
1,100 1,500 1,463 (37)
200 205 5
. $ 21,100 $ 83 200 § 83,172 $ (28}
18,000 14,000 14,097 {97}
15,000 11,700 10,756 944
9,000 21,000 20,8949 51
300 700 700
15,000 17,000 16,986 14
.3 57,300 $ 64,400 3 63,488 3 g12
- 23,800 3 18,800 $ 19,684 $ 884
al Road Fund (23,800) {23,800) {23,800)
er)
s, . . .. . .83 3 (5,000) 3 {4,118) 3 884
23,998 23,898 23,998
. % 23,9498 3 18,998 $ 19,882 3 884
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CITY OF ORCHARD LAKE VILLAGE, WICHIGAN

BUDGETARY COMPARISON SCHEDULE
| QGAL ROAD FUND

For the Year Ended June 30, 2008

Variance with
Amended Budget

COriginal Amended Favorable
Budget Budget Actual {Unfavorable)
Revenues:
State sources:
Public Act 81. . . . . . . . . . . . . . ... .8 55,000 5 56,675 3 56,678 $ 3
Metro Authority. . . . . . . . . . . . . .. .. 8,000 6,500 &§,512 12
interest on investments. . . . . . . . . . . . . . 6,000 2,825 2,684 59
Other - reimbursement. . . . . . . . . . . . . . . 23,300 23,295 {5)
Total revenues . . . . . . . . . . . . . . % 67,000 3 89,100 3 856,168 5 69
Expenditures:
Salsries and wages . . . . . . . . . . . . . . .. 22,000 18,000 18,656 {656)
Routine purchases. . . . . . . . . . . . . . . . . 16,000 11,500 9,751 1,749
Purchased services . . . . . . . . . . . . . . .. 162,200 192,700 153,074 39,628
Audit fees . . . . . . . . L. L Lo oo 8OO 700 700
Equipment rental . . . . . . . . . . . ..o 20,000 20,000 20,651 {651)
Total expenditures . . . . . . . . . . . . § 220,800 $ 242,900 $ 202,832 $ 40,068
Excess of revenues over {under)
expenditures . . . . . . . . . . . .. . 8% (153,800) $ (153,800) 8 (113,663} 5 40,137
Other financing sources:
Transfer from General Fund . . . . . . . . . . . . 57,300 78,000 78,000
Transfer from Major Road Fund. . . . . . . . . . . 17,500 23,800 23,800
Transfer from Capital Project Fund . . . . . . . . 27,000
Tota! other financing sources. . . . . . . § 101,800 $ 101,800 % 101,800 3
Excess of revenues and other sources
over (under) expenditures. . . . . . . . § {62,000) 3 (52,000) 8 {11,863) $ 40,137
Fund balance - Juiy 1, 2007. . . . . . . . 122,054 122,054 122,054
Fund balance - June 30, 2008 . . . . . . . % 70,054 5 70,054 % 113,19 $ 40,137
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ASSETS
Cash and cash eqguivalents .
Receivables - assessment receivables.
Frepaid expenses.

Total assets.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

June 30, 2008

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable.

Deferred revenue.

Due to other funds.

Due to cther governments.
Total liabilities .

Fund balances:
Reserved.

Unreserved.

Total fund balances .

Total

liabilities and fund balance. . . . . . . . . . . . §

Capital
Project Total
Special Fund Non-Major
Revenuse Elmgate Governmental
Funds Paving Funds
.8 543,535 3 13,855 $ 557,390
11,667 11,667
5,000 5,000
. $ 548,535 $ 25,522 3 574,057
.3 3,604 3 3 3 604
i}, 667 11,667
16,003 282 16,285
23,258 23,258
. § 42 865 $ 11,948 3 54,814
5,000 13,573 18,573
500,670 500,870
_$ 506,670 $ 18,573 $ 519,243
548,535 $ 25,522 3 574,067
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

COMBINING BALANCE SHEET
MON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
JUNE 30, 2008

Drug Capital
Building Forfeiture Library Improvement
Fund Fund Fund Fund
ASSETS
Cash and cash equivalents. . . . . . . . .. ... ... § 21,163 1 B34 24 344 $ 426,517
Prepaid expenses .
Tota! assets . . . . . . . . ... ... ... § 21,163 3 834 24,344 £ 426,517
LiABILITIES AND FUND BALANCES
Liabilities:
Accounts payable . . . . . . . . . . . . ... ... . % 3,804 3 §
Due to other funds . . . . . . . . . . . . . .. 0. 11,003
Due to othar governments . 23,258
Total tiabilities. . . . . . . . . . .. . .. § 14,607 § 23,258 $
Fund balances:
Aessrved .
Unreserved . . . . . . . . . . . . . . o0 &, 556 834 1,086 426,517
Total fund balances. . . . . . . . . . . ... $§ 6,556 $ 834 1,086 & 426,517
Total lighilities and fund balances. . . . . . & 21,163 ¥ 834 24 344 I 426 817
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Total

Communi ty Retiree Non-ma jor
Deve lopment Healthcare OLSsA Special Revenue
Grant Fund Fund Fund Funds

$ 3 70.140 537 3 543,535

5,000 5,000

& -] 70,140 5,537 £ 548,535

$ $ $ 3,604

5,000 16,003

23,258

3 3 5,000 $ 42,865

5,000 5,000

70,140 {4,463) 500,670

3 3 70,140 537 3 505,670

$ 3 70,140 5,537 3 548,535
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GCITY OF ORCHARD LAKE VILLAGE, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

NON-BAJOR GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

Revenues:
Taxes . o
Licenses and permits.
Federal sources .
Fines and forfeitures .
Interest.
Other .

Total revenues.

Expenditures:
General government.
Public safety .
Public works.
Health and welfare.
Culture and recreation.

Total expenditures.

Excess of revenues over expenditures.

Other financing sources - transfer from other funds .

Excess of revenues and other sources
over expenditures .

Fund balance - July 1, 2007 .

Fund balance - June 30, 2008,

41~

Capital

Project Total
Special Funds Non-Majaor
Revenue Elmgate Governmental

Funds Paving Funds
116,016 $ 3 116,016
88,741 86,741
12,809 12,909
144 144
16,331 1 18,332
30,110 18,333 48,443
262,251 $ 18,334 $ 280,585
3,000 3,000
97,547 97,547
27,685 4, 761 32,445
12,909 12,909
116,181 115, 181
257,322 $ 4,761 5 262,083
4,828 $ 13,573 $ 18,502
40,000 40,000
44,929 $ 13,5873 $ 58,502
460,741 460,741
505,670 $ 13,5673 $ 519,243
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
COMB INING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUND3

For the Year Ended June 30, 2008

brug Capital
Building Forfeiture Library Improvement
Furnd Fund Fung Fund
Revenues:
TAXES . . . . . e e e e e e e e e e $ $ $ 116,018 $
Licenses and permits. . . . . . . . . . . .. oL L. 86,7
Federal sources . L e e e e e e
Finegs and forfeitures . . . . . . . . . . . . . . .. 144
interast. . . . . . . . . .00 621 2] 86 15,151
Other .
Total revenues. . . . . . . .« v o+ e . $ 87,506 8 9 $ 116,102 s 15,151
Expenditures:
General government. e e e e e e e e e 6800
Publie safety . . . . . . . . . . .. .. oo 89,772 200
Public works, .
Heaith and welfare. S
Culture and recreation., . . . . . . . . . . . . . .. 116,181
Total expenditures. . . . . . . . . . . . . . $ 89,772 § 200 5 116,181 $ 600
Excess of revenuss over (under) expenditures. $ {2,266) & {191y 8 {(79) % 14,551
Other fimancing sources - transfer from General Fund.
Excess of revenues and other sources
over (under) expenditures . . . . . . . . . 3 {2,266) & {191y % (79 % 14,551
Fund balance - July 1, 2007 . . . . . . . . . . . . .. 8,822 1,025 1,165 411,968
Fund balance - Jume 30, 2008, . . . . . . . . . . ... $ 5,556 5 834 £ 1,086 $ 428,517
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Total

Communi ty Retiree Non-ma jor
Development Healthcare OLSA Special Revenue
Grant Fund Fund Fund Funds
$ $ $ $ 116,018
86,741
12,908 12,908
144
439 25 16,331
30,110 30,110
] 12,908 $ 439 $ 30,135 $ 262,259
2,400 3,000
3,000 4,575 897,547
2,400 25,285 27,685
12,909 12,908
116,181
$ 12,909 $ 7,800 $ 29,860 $ 257,322
$ § {7,361} $ 275 $ 4.92%
40,000 40,000
§ % 32,639 $ 275 5 44,928
37,50 262 460,741
$ § 70,140 $ 537 $ 505,670
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November 10, 2008

City Counci! and Management
City of Orchard Lake Vil lage
3955 Orchard Lake Road
Orchard Lake, Michigan 48323

Dear City Council:

in planning and performing our audit of the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Orchard Lake Viliage as of and for the year
ended June 30, 2008, in accordance with auditing standards generally accepted in the
United States of America, we considered the City of Orchard Lake Village's internal
control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City's internal
control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal controli.

Qur consideration of internal control was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be
detected by such controls. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies and
other deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a controi deficiency, or a combination of control deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity's
internal control. We consider the following deficiencies to be significant deficiencies
in internal control.

The adoption of the Michigan Uniform Local Budgeting Act (Act No. 621, Public
Acts of 1978), has made it mandatory that balanced budgets be adopted and that those
budgets be amended before expenditures exceed the budgeted amounts. We noted that the
budget was amended during the fiscal year in an attempt to comply with the budget
requirements. As previously noted, despite the amendments, expenditures exceeded budgeted
amounts in various activities. Listed below are the significant budget overruns:



City Council and Management November 10, 2008

City of Orchard Lake Vil lage Page Two
Amended Actual Budget

Fund Activity Budget Expenditure Variance

General Assessing $42,700 § 49,864 $ 7,264

Retiree Health Care Healith care 7,800 7,800

Because of the limited office personnel many internal controls are impractical
due to the lack of segregation of duties. It is our recommendation that the City Council
continuously monitor internal controls and implement as many controfs possible to offset
risks regarding collections, disbursements, and recording of accounting transactions.

As a result of audit procedures we identified a discrepancy in the total
amount of debt payments made compared with scheduled amortized debt payments. During the
year the City was charged a debt service payment that reflected a lower amount because of
monies held by the County. We recommend that all debt payments be reconciled with debt
amortization schedules, and if necessary, any variances he accounted for.

A material weakness is a significant deficiency, or a combination of
significant deficiencies, that results in more than a remote likelihood that material
misstatement of the financial statements will not be prevented or detected by the

entity's iInternal control. We did not identify any deficiencies which constitute a
material weakness.

This communication is intended solely for the information and use of the City
Council and Management, and others within the City, and not intended to be and should not
be used by anyone other than these specified parties.

Very truly yours,

oy thugpl P

Certified Public Accountants

JEK/srz



